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The Marketing Executive Looks at 
Manufacturing Overhead’ 


By L. R. Boutware, General Sales Manager, 
Syracuse Washing Machine Corporation 


T= function of the marketing branch of the manufacturing business has 

heretofore been to carry to the trade and to the public the conviction of 
what their products would do for the ultimate user, and to get the proper 
resultant action. We are now faced with a tremendous surplus of these old 
articles, the use of which is known to the public. We are further faced with 
a tremendously over-developed capacity for making these same articles. Con- 
tinuous utilization of these over-developed facilities by all factors in any 
given industry can result in nothing but tremendous demoralization of that 
industry and losses to the point where all but the one or two strongest in the 
industry must pass from the picture. Therefore, it now becomes the function 
of the marketing branch of the business, and the obligation of all of the 
branches of the business to cooperate, to search out in the public’s mind new 
wants now unsatisfied or the possibilities of new wants that can be created, 
and bring the project of materials to satisfy these wants back to the factory 
where all should get together and decide how these products can be made and 
whether or not it will be advisable to enter into their manufacture in view of 
the price the public is willing to pay. 

The first step toward a sound decision in any one of these problems is a 
thorough consideration of the reaction of human nature with its whims, 
foibles, restlessness, pride, ambitions, prejudices, likes and dislikes, and 
tendency to be quickly bored with present possessions and to want something 
new, fresh and different. 
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We are faced with great surpluses of food, raw materials, manufactured 
goods, money and labor. But they are not in motion. Laboring men can do 
fiothing about it. The solution is squarely up to management, which represents 
the power of world that has been stripped from kings and politicians and 
invested now in those with wealth. 

Manifestly, the remedy must be quick if we are to keep a social and busi- 
fess structure we believe to be fuhdamentally the best. Also, I firmly believe 
the remedy is to be found not in laws or governmental duress to protect high 
wages, but in the cumulative effect of the intelligent managing of our individ- 
tual businesses. 

We know that 10, 15 or 20 per cent of the population are out of work. 
These are in normal times the marginal market—the last prospects we ap- 
proach. They ate definitely out of the picture until they can get back at 
work at something near a normal weekly eafning and we cannot, accordingly, 
at this moment accomplish anything with them from the marketing stand- 
point. Rather our problem is to accomplish something for them; that is, 
to get them back to work. This, I believe, must be accomplished through the 
other 80, 85 or 90 per cent-of the people at work whose incomes are sub- 
stantially the same in money as before, the buying power of whose income is 
infinitely greater due to the lowering of prices, and who are not feeling the 
call, the public demand, or the neighborhood pressure for spending as in good 
times. These people who are now at work and who have practically the 
same incomes with the attendant greater purchasing power are in a preferred 
position to be sold as never before. This is proved by the savings bank 
deposits, the liquidation of loans and installment accounts, and all the things 
that have contributed to the tremendous present surplus of idle money. 


The Business Cycle 


The way to start the business cycle in motion again is to shake this 
money loose from the people who are now hoarding it, and get it into circula- 
tion as against the raw material, the manufacturing materials, the grain and 
all the other materials of commerce that have been piling up. There are two 
ways to do this, and only two that I have heard anyone in the selling profession 
advance. Our company is using both of them. The first is the heroic treat- 
ment of the staple article of trade. A staple is a thing that people understand 
the need of, understand the use of and know that they want. Great quanti- 
ties of staple articles can be sold right now if they are offered at so over- 
whelmingly low a price as to make the people now hoarding their money buy 
for fear they will never get these articles at so low a price again. The second 
way is to build extra features, extra qualities, extra beauty, extra functions 
into the merchandise. These extra things the public will not know and 
understand. They will have to be explained to the public to create the desife 
for them. A product with such qualities then becomes a specialty which can 
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be sold at a high price because you have lost your basis of comparison with 
the staple articles in the line, all of which are more or less alike in what they 
will do for the customer. 

If we cam so adjust our overhead and other costs, including labor, to 
the point where we can make our staple offerings so attractive as to command 
a tremendous new volume of business, and thereby provide for men now out of 
work greatly increased opportunities for jobs at wages they will now gladly 
accept and can live on, the activity will start in mines, quarries, farms and 
shops throughout the country, and we shall be on the way to a cure. 

For instance, last Fall we decided to bring out a staple commodity at the 
most surprising price the industry has ever known. We got a tremendous 
volume. We had the Purchasing Department check where the increased 
orders were going, where they were meaning extra employment. In New 
England, in Rochester, Erie, and even out to the Pacific Coast, it was 
amazing to see the cumulative effect throughout the country of just one busi- 
ness such as ours putting an unusual quantity of materials and money in 
motion. When you think of the billions of dollars of business represented 
by the cumulative total of all industries, it is readily realized how quickly the 
wheels of business could be put in motion if all would reconcile themselves 
to offering something unusual, either in price or performance appeal. 

I believe at this moment that volume is more immediately important than 
profit, for if we can get the sick patient’s circulation and respiration re- 
established at something like normal, we can then take the time to purge the 
system of the remaining ills by treatment, or have a stronger patient who can 
stand an operation if that be necessary. We can take a little more time to 
build a healthy condition, but we have to resort perhaps, meanwhile, to 
stimulants not recommended for the healthy. 

To accomplish all this quickly in individual businesses, and then cumula- 
tively for the whole country, I believe we must quickly reconcile ourselves to 
three new conceptions. The first of these is the shift from “me” to “you.” 
This has been going on slowly for some time. Now we have come violently 
face to face with it. People do not want what we are now making in anything 
like the quantities that we are able to produce. As one prominent advertiser 
puts it, the Supreme Court of American business is no longer the stock- 
holders, no longer the general, shop, or sales management, no longer the mail 
order house, the chain store or the independent merchant, but rather the 
woman with a son and daughter and with a margin, no matter how small, 
of money to spend beyond the needs of food for sustenance, clothing for 
protection and housing for shelter. These plain, low-priced, staple articles of 
foods, clothing and housing that merely satisfy the basic requirements of 
sustenance, protection and shelter will not support the American or the 
World business structure and they will make very little, if any, profits for 
anyone. 
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We are in business to make profit. Our profit comes no longer from 
satisfying basic wants but from pleasing people, and pleasing them in a way 
that enriches and embellishes their lives, or in common phraseology, that 
raises the standard of living. In this process of pleasing people, some of the 
prominent factors that enter are style, fashion, the mode, sheer beauty of 
the product itself, and further, its ability to fit unobtrusively into its sur- 
roundings where that is desirable; constant change and improvement, since 
we are a restless people traveling at a fast pace and quickly tire or become 
bored with what we have; extra functions built into the product that will 
make it serve its basic purpose and yet serve a richer purpose at the same 
time—as for instance, out-of-season and expensive foods that contain no 
more nutriment but flatter our pride and please our palate; fine clothing that 
not only protects or meets the minimum requirements in that respect, but 
also which removes our self-consciousness, improves our morale, helps in the 
search for husbands, etc. 

It is this search for extra ability to please in which the sales fraternity 
is now engaged and which, of course, should be, if it is not already, the primary 
objective of every stockholder, general manager, factory manager, engineer, 
purchasing agent, cost accountant and everyone in any position to contribute 
in any way whatever to the success of a manufacturing enterprise. 

No single thing can make us come out of this situation more quickly than 


the realization that people do not want what we are now making in anything 
like the quantities we are able to produce. They are tired, bored with them; 
they will put their money into the bank before they will buy; and they are 
proving it every day. What we have to do is intrigue their imagination all 
over again with something hot, fresh, new and different, that will shake out 
this money which is now in the banks and which ought to be in circulation 
buying materials and paying workmen. 


A New Sense of Values 


The second of these new conceptions to which we must reconcile our- 
selves is a new sense of values. Formerly we have all felt that this was 
determined by the cost of the ingredients plus a natural toll charge incident to 
its going through a factory to have its shape or function changed, plus in the 
good old days what we thought was a reasonable profit but which now 
appears to all of us to have been in the nature of a bonanza gold strike. The 
value of manufactured goods is now determined entirely without regard to 
cost and purely with regard to how much the public wants them, and this as 
a result of what the products will do, and not for what they are. Even the 
element of pure quality is getting extremely hard to sell, because of the 
tendency of the buyer towards trade-marked merchandise made by nationally 
known manufacturers, and sold by a reputable local merchant, both of whom 
must protect his reputation by having a customer satisfied after the purchase. 





THE MARKETING EXECUTIVE AND MANUFACTURING OVERHEAD 327 


Not only is value determined today by how badly the public wants an 
individual article for itself, but also by its attraction compared with other 
things of an entirely different nature produced by other industries. If we are 
trying to sell a woman an Easy Washer, we may find she looks at the pur- 
chase price not only as to whether or not the washing machine itself is worth 
that much money to her in the saving of time, labor, youth, health and money, 
but also as to whether or not she would rather hazard the loss of these long- 
time advantages and have for the moment a fur coat or an evening gown 
which might in the end represent a more productive investment by way of 
lining up for her a richer husband who might make unnecessary any worry at 
all over such basic things. 

Fashion is another very important factor in determining what a given 
product will do for a potential buyer. The most compelling example of this 
is the automobile. 

The question of dress certainly needs no comment as to the relative 
value in a given garment as between the fashion element and the covering 
or protection element. Last summer’s clothes are just as good from a covering 
or protection standpoint but they simply will not do because the wearer does 
not feel comfortable in them knowing that they do not look right to other 
people. 

Let us consider next the question of what determines the value of factory 
buildings and equipment. We have been prone to think that this value is the 
cost less the depreciation the government allows. However, it takes times 
like these to teach us that even so substantial assets as our equipment depend 
upon the law of supply and demand. The value of such equipment depends 
now on how much of it there is in comparison with the present use there is 
for it. If any industry has over-expanded its factory buildings and its equip- 
ment to make certain articles, it has reduced the value of every other one in 
the industry for the time being. I know of one industry, for instance, where 
the factory pulled out of one section and moved down South where labor was 
cheap, leaving behind a great many buildings and even much equipment that 
was not economical to move. They, in addition, left behind whole towns full 
of idle labor. This naturally resulted in there becoming immediately available 
factory buildings and equipment in this industry at a few cents on the dollar 
and labor as low as could be obtained in the South. The result was inevitable 
in that everybody in the industry had to write down their factory buildings 
and equipment in accordance with the present supply of them before they could 
get their costs in line. In considering costs, I think we have to reconcile 
ourselves to this very situation in many industries where the buildings and 
equipment have suffered a gradual lessening of value during the time of 
great building in our previous prosperous period. The supply of such equip- 
ment has reached the point where the investment is not worth what it cost or 
what is represented as its value on the books. It must be written down as a 
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charge against the previous period, a shrinkage in surplus, or an addition to 
the deficit, and can not reasonably be charged against present operations or 
costs will be out of line. 

The final thing in a consideration of present-day values is the question 
of executives’ ideas—yours and mine. They may have been hot in 1925 and 
may not be worth anything in the present situation. There is nothing so 
deadly as unquestioned acceptance of traditional methods. 

The third new conception to which we must reconcile ourselves is the 
necessity of the constant utilization of a constructive imagination in the 
attack on our problems. Coupled with this must be an ever-present recogni- 
tion of the desirability and inevitability of change and the willingness to apply 
heroic treatment when a situation does not respond to old methods, to old 
conceptions of good tactics. We must learn from history that the longer we 
stave off an inevitable change, the more violent are the consequences. 

We have to realize there are heights of mental, physical and manufactur- 
ing accomplishment not heretofore suspected as being possible. Human 
ingenuity has never yet been pushed to anywhere near the limits of its ability. 
We can do anything we can conceive as desirable. 


Short Cut to Desired Ends 


Constructive imagination is the greatest quality in management of any 
business or any department or any situation. It is the short cut to desired 
ends. It is the thing that will save any given business, save this country now, 
and save the world. 

We must reconcile ourselves more quickly to what we must do and 
realizing we are going to have to do it eventually, we should start to do it 
now. I believe for instance that if any given institution had in January or the 
Spring of 1929 summoned its entire organization together in a barbed-wire 
corral, shut out newspapers and all outside information, and then declared 
a depression of the proportions which we now have with us, that organization 
could have exercised its ingenuity so heroically that expenses and waste would 
have been cut tremendously, material cost just as greatly, overhead reduced 
unbelievably, new factors and methods introduced to the end that the staple 
merchandise could have been sold under the market and still at a large profit 
and in tremendous volume, and that special new appeals could have been built 
into new models which could have sold at a higher and still more profitable 
price. All of this would have resulted im so outstanding a success as to 
make of that organization not only the leader in its industry but in the whole 
of American business today. 

Our trouble is that we do not get and believe the facts and accordingly 
become reconciled soon enough to what we are going to have to do, but wait 
until the trouble is actually upon us. If we could have the facts, look into 
the future or judge it from the past, and know that we are getting at any 
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given time into an unthinking stampede and losing sight of the basic funda- 
mental of constantly building into our product something new and fresh 
and extraordinary with which to please people, any given business would be 
proof against depression. 


Controlling Overhead 


I want to offer some specific suggestions for the control of overhead. It 
seems to you, I know, that everything I have been advocating has tended to 
promote more overhead expense rather than less. Yet I believe it is necessary 
that we accomplish this shift in the management attitude to, first, a constant 
weighing of the public desire rather than a contemplation of what can now 
be produced ; second, an ever-present willingness to recognize quickly a change 
in values; and third, the ever-present necessity of utilizing constructive 
imagination in the treatment of all internal and external problems. I believe 
too that this shift can be accomplished, and the public can be pleased, with a 
lesser overhead expense.than we have known before by reason of the savings 
which the following suggestions contemplate : 

First of all, let us reverse the usual process. Let us go to the customers 
or users first to see what they want or what they can profitably be made to 
want, how many of them want it, how badly they want it, how quickly they 
must have it, and how long the vogue will last. 

A young sales manager of a pump company came to me about a year 
ago and said: “What in the world am I going to do? Our people decided 
they wanted to broaden their line. We have an engineer, a designer, and a 
general manager who have never been in a customer’s place of business. 
They decided they wanted to match a heavy seller of one of our competitors. 
They made one, and then asked me in to see it. It was already tooled up, 
painted, and ready to sell. It weighed about 300 pounds more than our 
competitor’s machine. The cost was about 20 per cent greater. They had set 
the selling price at what they wanted to sell it for, 20 or 30 per cent greater ; 
it missed three of the functions the competitor’s pump had, and that they 
talked about, but which perhaps were not evident in the machine just in 
testing it in our engineering department. So they had built a better pump 
of finer quality in.our plant, but it did not meet the customer’s requirements 
either in function or price.” ; 

I asked him if he requested that the next time they were designing or 
thinking of making a pump he would like to know about it and see-if he 
could offer some preliminary suggestions as to what he could sell, and at. what 
price he could sell it, and he replied: “Surely, but they say they make the 
pumps and I sell them.” 

“All right,” I said. “If you think they are set.in that idea, you'd better 
look for another job.” And he did. 

After reversing this process, the second step is to have the management 
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determine which of these things you want to make. If they are the same as 
another’s, you pretty nearly have to sell at the other fellow’s price. If your 
product is good and the function of it is the same as your competitor’s, if 
there is no difference, no margins in your product, and your competitor’s name 
is as good as yours, you have to sell it at the other fellow’s price, or not at all. 

In arriving at a cost at a time like this on a highly competitive product 
such as I mentioned, it is well to seek out carefully, not the cost of the present 
inventory, but the replacement value of it, and charge also against the product 
not the carrying charge on buildings and equipment to the value shown on 
the balance sheet, but on a basis of their actual present value in the industry. 

Another thing that is going to determine whether you put out this product 
or not, and maybe take a temporary licking on it, is the strategic importance 
of getting a full line and keeping someone else out of your accounts regardless 
of the individual cost or profit. 


Manufacturing the Product 


Next comes the procedure after the decision to make the product. There 
ought to be a complete understanding by the engineering, development, fac- 
tory, purchasing and sales departments first as to the probable volume per 
month because this is going to determine the capacity of the equipment. 
The next thing for this group to consider is the probable volume during the 
life of the product, or model of it. Until this is determined it is impossible 
to tell whether to use die castings or sand castings, whether to tool up on 
hand turret lathes or on Bullard Multimatics. Factories have a tendency, 
if left alone, to tool up in the same way on each product whereas there may 
be a very decided difference in the life or importance of the various products 
in the line. A thorough knowledge of the plans of the sales department will 
eliminate much of this waste in tooling or in future manufacturing costs if 
it can be determined in the beginning whether there should be a simpler 
design, simpler tooling, more direct labor and less overhead through a quicker 
amortization of a small tool cost, or a more elaborate design with more parts, 
more complicated tooling, less direct labor, more overhead from the more 
complicated tooling, but a lesser cost over a longer run if that is going to 
be secured. Also, the first method gives.a quicker entry into the market 
where this is important, while the latter means a longer delay for the building 
of the more complicated tools and the testing of the more complicated design. 

Then, this group should consider whether or not the working or hidden 
parts of the mechanism can be built so that they will be adjustable to many 
subsequent models with frequent changes in outer appearance and frequent 
additions of extra functions or services into the product. There should be 
constant cooperation between these departments to determine as the product 
moves towards completion how it can be changed to make it more beautiful. 

As the design progresses, constant consideration should also be given to 
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how the product might be changed in minor ways so as to get it into present 
tools or machines and lose neither the new function nor the new beauty. 
When I was in factory work, we used a term I have never heard anywhere 
else and which I think is very expressive. Every time we started to tool 
up on an old or a new job we tried to decide what possible changes might 
come in the future, tried to get the outer limits of our tools so that we could 
introduce new models into these same tools without too many changes, 
provided our inner workings were going to be the same, we called these 
“rubber tools.” It meant after several years a very marked lessening of the 
tool amortization charge each item of our product had to carry. 

The purchasing agent particularly should be in on all of this in order 
to keep constantly in touch with the materials that may be substituted to give 
a greater quality or to give a lower cost. I think the purchasing agent should 
be just as free to engage in all these meetings as anybody else in the plant 
because he is the great avenue through which new information, new practices, 
new gossip in the trade and from inside the factories of other people must 
come. 

Then there should be this constant search by all these departments to see 
how extra functions can be put into the product which will raise it out of 
just the staple class and give it something different that will enhance its sale 
in volume or price. If you can make something more beautiful, something 
that has an extra function and does not cost any more, then you begin to 
make money. You are selling merchandise plus brains, and you get the 
extra margin on each one. 

We should then determine the required life of the product, and each 
part of it, because so many times people (figuratively) put bronze bearings 
in furnace doors. A thing may only require in its life 1,000 or 2,000 hours. 
A product of that kind certainly does not need many of the qualities of an 
article that is to last for fifty years. 

After it is in the development department there should be a periodic 
review of progress and checking of articles in development by sales depart- 
ment, shop and engineering. First, it may be found in the course of develop- 
ment of these products that it is too late, and they can be junked rather than 
completed against the market that is gone. The sales department may have 
brought a false alarm; it may not be needed at all. Again, further changes 
may be necessary to meet the trend, and these can be put in, frequently, at 
no extra cost. Also, there must be a constant search for beauty. It saves 
advertising and sales expense. I think every job in the development department 
should be one that is brought in from the outside or to meet an outside demand. 
Except in the very large companies, I think there should be no attempt at 
pure research; you should be working toward a definite end. 

There should be a test of the design by an unprejudiced authority before 
it is put into production. This test should be for the function, the reliability, 
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the ultimate life of the product, and for its appeal to the public. It goes 
without saying, that the person responsible for the product is in most, if not 
all cases, incapable of testing it. If anyone is asked if his child is cute and 
smart, there can be but one answer. There may be exceptions, of course, 
particularly among engineers. But from the standpoint of human nature, 
an engineer is totally incapable of testing his own design. It should be 
tested by an unprejudiced person thoroughly outside the supervision of that 
engineer. 

When it goes into production, the product should be tested upon com- 
pletion, and perhaps in process, by some authorized person not under the 
supervision of the factory superintendent. This is particularly true right 
now, when the fellow doing the testing is presumably very interested in keep- 
ing his job and the testing is most likely to be done through the eyes of the 
boss so that the inspector will not be turning down the boss’ stuff. 

There must be a constant revision of the present product. The sales 
department must have margins or advantages. There is no opportunity 
for the sales department when the product is just like others. Our only 
recourse, then, is price and personality. There is eventually little profit in 
either of them. There is constantly less magic in selling. We must have 
tangible, visible, functional advantages, not advantages in quality. I am the 
greatest believer in quality, but it must be there for your protection and 
‘the dealer’s protection after the product is sold. It will not help sell it much 
except where a reputation for perfection in a field where there are many 
known failures has been built up over a long period of years. 

You should require of the sales department weekly or monthly reports 
of the actual movement of your merchandise in the field so that you may 
know long before the wholesale sales tell it, what the sales are in the field by 
models, by types, so that you can gauge your production, so that you are not 
manufacturing against a seasonal or temporary demand after that demand 
has begun to decline. Require of the sales department that they know what 
is happening in connection with the present merchandise in the field. 

We must become reconciled to the fact that there will be new and 
strong demands constantly for fast changes—constantly for new and fresh 
appeals and functions. The succeeding products must be visibly better, 
quality as such becoming harder and harder to sell. There must be a constant 
broadening of the lines. There must be, occasionally, strategic merchandise. 
There must be a new conception of costs for the period of the emergency. 

Let us attack this problem with a spirit that we have never before quite 
suspected of ourselves. Depression or no depression, we know that a manu- 
facturer who keeps in close touch with the turbulent current of the public's 
wants can literally attain any sales goal at which he aims. The only sales 
limitations are his attitude of mind and the vitality of his ambition. 
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GENERAL MANAGEMENT 


Some Businesses Are Doing Well— 
Regardless! 

In a study of the reasons why one-fourth 
of 526 industrial corporations had better 
records in the first half of 1931 than in the 
first half of 1930, the general conclusion 
reached is that good, sound and effective 
management is the answer. 

In every case studied, the reason for suc- 
cess is found to be internal and almost 
personal. The president or other directing 
executive of the business is discovered to be 
an aggressive person, with a_ well-knit 
small staff of subordinate executives, each 
of whom knows his particular job and pays 
attention exclusively to doing it, with a 
minimum of attention to the surrounding 
discouragements of slack general business. 
The spirit of thoughtful and ingenious 
management is the most noticeable trait 
common to all current cases of businesses 
which are prospering in a non-prosperous 
period. Ernst & Ernst Weekly Bulletin, 
No. 312, Sept. 29, 1931, p. 1:3. 


Wake Up, Business! 


In the first of a series of articles Mr. 
Donald says that any executive facing the 
future must base his approach to it on 
these fundamental assumptions: 1. Busi- 
ness leadership is almost certain to change 
hands, individual companies reaching out 
ahead of their competitors and whole indus- 
tries overhauling competing industries; 2. 
New top-notchers are coming. Individual 
executives will swap places within com- 
panies, those finding in the present an op- 
portunity to search for new ideas and to 
test them experimentally, replacing those 
who are depending solely on what they al- 


ready know, on probably out-of-date ideas 
and policies; 3. Business is not done today 
as it was twenty or even ten years ago 
and business will never return to the meth- 
ods of the past; 4 Weak spots in manage- 
ment must be sought out and rebuift; 5. 
New standards of management effective- 
ness are essential today and for the next 
decade; 6. The time is ripe for every com- 
pany to work out a technique of manage- 
ment which assumes the inevitability of rap- 
id change and prepares to meet it; 7. It 
is unsafe to assume that ayerage price 
levels will rise; they may not; 8. Despite 
mistakes made in recent mergers there is 
almost certain to be a resumption of the 
merger movement on a very large scale 
within the next three years. 

In the second article of the series the es- 
sentials of successful management today 
are considered: 1. In each company the 
managing group must be soundly organ- 
ized; 2. There should be universal adop- 
tion of budgeting; 3. Incentives for execu- 
tives are essential; 4. Executives must 
broaden; 5. Production, buying, and mar- 
keting must be unified into merchandising ; 
6. Marketing must be drastically improved ; 
7. Production costs cannot stand still; 8. 
The financial organization must be modern- 
ized; 9. Look to office management for 
large economies; 10. Cost systems will 
test executives; 11. To every organization, 
the outside point of view is vital. By W. 
J. Donald. Forbes, Sept. 15, 1931, p. 18:3; 
Oct. 1, 1931, p. 19:3. 


A Tariff Policy for the Future 


Our tariff has broken down. The 
reason is that it has not been consistent 
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with itself, because it has not protected 
our most important industry, which is 
foreign trade—the industry that produces 
the largest amount of sales and, on the 
whole, in normal times, gives the greatest 
profit for the capital invested. The evi- 
dence is that our foreign trade is now 
at a level far below that of recent years. 


The business which is now being pro- 
tected under our tariff is the inefficient 
plant. The question is whether we ought 
to have a tariff system that is geared to 
the least efficient plants in the industry. 
The effect of such a policy is to grant 
protection to the home manufacturer, not 
against the foreign manufacturer but 
against the American people, by enabling 
him to maintain a scale of prices which 
the better plant does not find at all neces- 
sary. Consequently, we cut our own 
throats. : 

We must give up tinkering with and 
manipulating the tariff. We must recog- 
nize that the question is not that of as- 
certaining the difference between the 
highest cost of production in this country 
and the lowest abroad, but instead, ad- 
mit some definite average cost of produc- 
tion as representing an American stand- 
ard, so that we gauge our tariff duties 
on that basis. By H. Parker Willis. 
The Annals of the American Academy 
of Political and Social Science, July, 
1931, p. 93:8. 


The New Doctrine of Spending 


To stir up a crusade of indiscriminate, 
fruitless spending, to increase the “mo- 
mentum of trade” by increasing the “pur- 
chasing power of the people” is largely 
froth and fustian. We spent so much in 
the heyday of our prosperity, that we 
have little surplus left to spend. We are 
now trying, in our adversity, to learn 
the lesson we should have learned in 
prosperity. It is a natural movement 
that wends its way to the savings banks 
and one that should not be discouraged. 
The Commercial & Financial Chronicle, 
September 5, 1931, p. 1503:2. 
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We Need Some Economists 
200 Years Old 

If we had some wise, well-trained and 
studious economists 200 years old and 
still in the full possession of their powers, 
they would have lived through and ob- 
served the post-war sequence of busi- 
ness developments three times prior to 
this one. After having seen business fol- 
low the same type of pattern three times 
during and following great wars, they 
probably could have warned us about 
what was going to happen following the 
World War. The same sequence has 
been followed before in earlier war and 
post-war periods, but this time the whole 
world is involved. Our troubles are 
not the result of some mysterious and 
hitherto unsuspected weakness in our so- 
cial system, nor can they be cured by 
adopting a five-year, or ten-year, or 
twenty-year plan of reorganization of our 
industries, our banks and our commerce. 
The true lesson of this depression is 
that we cannot afford any more great . 
wars. By Col. Leonard P. Ayres. The 
Cleveland Trust Monthly, August-Sep- 
tember, 1931, p, 3:3. 


The Human Element in Crises 

An appeal to those in responsible posi- 
tions in every major field of business en- 
deavor to take account of the element of 
human conduct in economic affairs. A final 
and proper adjustment of economic and 
social conditions cannot be attained without 
the closest cooperation between all fac- 
tors, including the government. The im- 
perative need of the world is a sense of 
security, founded upon economic stability. 
The problem is one of a need for leader- 
ship, sympathetic in its understanding, toler- 
ant in its viewpoint and dynamic in its 
courage. Thus does the President of the 
First National Bank of Chicago present the 
challenge. By Melvin A. Traylor. <Ad- 
dress before the International Chamber of 
Commerce, Washington, D. C., May 5, 1931, 
24 pages. 
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How Tariffs Affect Prosperity 

The last increase in the American tariff 
sounded round the world like the tolling 
of the death knell, bringing consterna- 
tion into the hearts of millions of people. 
The world needs the produce of the 
United States and wants to buy from 
it; it is in debt to the United States 
and wants to pay. When the United 
States raises its tariff it prevents the 
world from buying its products and from 
paying its debts, thus driving the world 
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into bankruptcy. With universal bank- 
ruptcy will come universal revolution and 
distress beyond measure. 

No nation can buy without selling and 
no nation can sell without buying. If we 
expand the power of all nations to buy 
and sell, we shall have an extraordinary 
expansion in world prosperity. The time 
has come when the United States must 
reverse its tariff policy. By Sir George 
Paish. The Annals of the American 
Academy of Political and Social Science, 
July, 1931, p. 84:8. 


FINANCIAL MANAGEMENT 


Great Britain Goes Off the Gold 
Standard 


The announcement by Great Britain that 
she had been compelled to abandon the gold 
standard temporarily marks a new and 
more momentous climax to the difficulties 
against which Europe has been contending. 
The announcement was followed immedi- 
ately by a break in sterling in New York 
and in London. Full economic effects of 
the fall in sterling cannot now be foreseen, 
but are certain to be far reaching in char- 
acter. The most immediate effect has been 
the spread of the disturbance to other 
foreign exchanges and money markets. This 
is partly psychological and partly the re- 
sult of heavy losses sustained by all lend- 
ers having balances in the London market. 
The effect of the tying up of central and 
private bank funds in London has been 
further tightening of credit as shown by 
central bank discount rate advances in 
Sweden, Norway, Denmark, Czechoslova- 
kia, Greece, Netherland and Ireland. These 
measures were soon followed in Sweden, 
Denmark and Norway by official announce- 
ment of temporary suspension of gold pay- 
ments. What the result of British develop- 
ments will be in Austria and Hungary, de- 
pendent upon London’s financial help, is 
still difficult to say. 


What has occurred is a temporary break- 
down of international confidence, which has 
disrupted the normal credit relationships 
and induced lenders everywhere to want to 
have their money at home. If ever there 
has been a convincing demonstration of the 
absolute interdependence of nations eco- 
nomically, the events of the past summer 
have been that. Monthly Letter of the Na- 
tional City Bank, October, 1931, p. 145°6. 


The President’s Plan for Credit Relief 

After a conference with Congressional 
leaders on October 6, President Hoover 
submitted to the nation a definite plan of 
action for relieving the depression. 

The outstanding feature of the President’s 
plan is a proposal that private bankers 
create a fund of at least $500,000,000 for 
rediscounting banking assets not now elig- 
ible for rediscount at the Federal Reserve 
banks and thus provide a source of funds 
for banks now holding frozen securities. 
This proposal is supplemented by the pro- 
posal to create, if necessary, a government 
credit agency similar to the old War 
Finance Corporation. The plan also calls 
for the cooperation of bankers in making 
advances on the assets of insolvent banks 
in their respective districts, the broadening 
of the authority of the Federal Reserve 
Banks in rediscounting paper, and the 
strengthening of the resources of the Fed- 
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eral Land Banks in order to provide the 
farmers with further aid. The organization 
of the National Credit Corporation to break 
the ice-jam of frozen credits is a step with 
two important consequences. The first is 
psychological—the restoration of confi- 
dence; the second is tangible—the liquefy- 
ing of bank assets so that credit may again 
flow freely and legitimate enterprise may 
not be hampered in its endeavor to work 
back to normal. Business Conditions 
Weekly, Alexander Hamilton Institute, 
Oct. 10, 1931, p. 1; Oct. 17, 1931, p. 1. 


The Profit-Making Concept of 
Budgetary Control 

The last two of a series of three ar- 
ticles on this subject discuss its applica- 
tion to a molten and liquid process in- 
dustry. A study of plant capacity and 
the development of an operating schedule 
are mecessary accompaniments to the prep- 
aration of budgets for manufacturing de- 
partments. Here—more than in any oth- 
er phase of budgeting—the individual 
characteristics of the plant must be con- 
sidered. The same pre-planning and 
control mechanism apply equally well, 
however, to other molten and liquid pro- 
cess industries. In fact, with present 
mass-production, continuous-flow manu- 
facturing, very little restriction can be 
placed upon the field of application. Bud- 
géts begin and end with profit. The abil- 
ity to keep desired profit at a fairly con- 
stant figure is a good measure of organi- 
zation efficiency and of the adequacy of 
budgetary procedure. By Ralph N. Har- 
tis. Factory and Industrial Management, 
August, 1931, p. 203:3; September, 1931, 
p. 33134. 


How One Small Plant Has Worked Out 
a Budget System 

The Treasurer of Leeds & Northrup 
Co. (technical measuring devices) de- 
scribes the operation of their budget and 
its relation to sales, production, purchas- 
ing, finance, control of overhead. One 
of the chief benefits of budgeting is that 
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those in positions of authority and re- 
sponsibility must think through their 
problems. Budgets are a means to an 


end—a guide and tool for management, 
not a control device for the Budget De- 
partment or Accounting Department. By 
Printers’ Ink, Aug. 13, 


C. A. White. 
1931, p. 73:3. 


Budgeting Makes for Sound Finance, 
Bigger Profits 

From the angle of finance the budget 
has two separate aspects. First it must 
be viewed from the point of the probable 
profit position; secondly from the angle 
of its effect on the cash resources. Plans 
must be laid to avoid either excess cash 
on the one hand or stringency on the 
other. Failure to link the profits posi- 
tion with the cash position often cripples 
a promising enterprise. The importance 
of budgeting probable volume of sales, 
production requirements, and anticipated 
expenditure is stressed. By F. S. Walker, 
Business, August, 1931, p. 59:3. 


If I Were A Bank President 
Several basic policies for presidential 
administration of a bank, which may also 
be suggestive to presidents in other lines 
of business, include: 


1. Knowledge is safety as well as power. 
Research is the spinal fluid of Twen- 
tieth Century business. 

. America is an economic democracy. 
This bank will play no social or per- 
sonal favorites. 

. Banking is, above all others, an in- 
terdependent business. The bank will 
constantly improve its friendships with 
other banks. 

. Large profits from successful oper- 
ations are not a safe reliance against 
losses of principal through injudicious 
commitments. 

. We will resist the jigsaw curve of 
American business. The customer 
who carries a balance with this bank 
deserves balance from this bank. As 
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far as a bank can, we will keep him 
sanely conservative in boom times and 
sanely confident in depressions. 

. We will explain this bank. The 
stockholders, the employees, the cus- 
tomers and the public will know what 
we are doing. 

. This bank will be a public servant but 
not an eleemosynary institution. Each 
and every one of its relationships will 
show a profit in the long run. 


By R. E. Porter. The Bankers Monthly, 
September, 1931, p. 525:2. 


Modern Trends in Cost Accounting 

In a discussion of cost accounting as 
an aid to management, among the points 
stressed are: the value of control through 
standard costs, the desirability of work- 
ing out intelligent standards for various 
classes of operating overheads; the im- 
portance of the formation of a working 
union between the accountant and the 


Insurance 


Some Economic Implications of 
Unemployment Insurance 


Since private voluntary unemployment 
insurance cannot be expected to charac- 
terize industry generally, and since com- 
pulsory insurance to cover most indus- 
tries must be secured at the expense of 
workers, a condition which is properly 
regarded as undesirable, it appears that 
the only type of unemployment insurance 
which offers a possibility of effecting de- 
sired results is that which involves direct 
governmental subsidies to workers. Euro- 
pean experience, which is considerably 
older than ours, and which has come to 
involve some forty-five million wage- 
earners in unemployment insurance sys- 
tems, has moved toward increasing gov- 
ernment subsidies and discriminating 
taxation such as that which penalizes the 
owners of industries which contribute 
what is regarded as an excessive share of 
unemployment; and this experience sug- 
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industrial engineer; and the fact that it 
is the duty of the accountant properly 
to analyze accounting information for the 
chief executive and to select only that 
small part of accounting data which is 
needed in showing to the chief executive 
the essential facts of operation. By A. W. 
Bass, N. A. C. A. Bulletin, August 15, 
1931, Section 1, p. 1897 :10. 


Revised Profits Tabulation 

A revised tabulation of the profits of 
555 companies for the first half of 1931 
shows an average decline in profits from 
the same period in 1930 amounting to 
52 per cent. Without the oil group which 
changed from a net profit of $72,344,000 
to a net deficit of $6,897,000, the decline 
in profits of all other companies as com- 
pared with last year would be 47 instead 
of 52 per cent. Monthly Letter of the 
National City Bank of New York, Sep- 
tember, 1931, p. 135:2. 


gests that the system of insurance which 
is utimately found satisfactory in this 
country will be of some such nature. 
By Dale Yoder. The Quarterly Journal 
of Economics, August, 1931, p. 622:18. 


Fire Adjustors Favor a Deductible 
Clause 


The need for a deductible provision in 
fire insurance policies to eliminate the 
handling of insignificant claims is dis- 
cussed frequently among insurance ad- 


justors. One carrier cites an instance in 
which it issued a check for 8 cents as 
its share of a loss of $6.75 paid on an 
awning fire. Sixty policies and almost as 
many companies were involved at a mini- 
mum of $2 per company to cover the cost 
of putting through the clain. Thus the 
expense of a $6.75 claim was over $100. 
The use of cigarettes and carelessness of 
many smokers is increasing the number 
of small, and often times questionable, 
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claims so greatly that fire companies 
could afford to pass a small increment of 
risk to the insured with a reduction in 
rates that would affect premiums quite 
materially. Journal of Commerce, Aug- 
ust 31, 1931. 


Correction of Unfair Practices in 
Underwriting 

To those who believe that there is al- 
ready too much government supervision 
in business comes a challenge from G. S. 
Van Schaick, Insurance Superintendent 
of New York State. Speaking at the an- 
nual meeting of insurance commissioners 
he accused carriers of unsound practices 
that will cause additional legislation un- 
less corrected. Rate cutting in the form 
of inadequate policies, extension of fire 
insurance coverage under an inland ma- 
rine policy, three and five year term poli- 
cies at less than required multiples of 
the annual rate, and the writing at mini- 
mum rates of a risk bearing a higher 
specific rate were mentioned specifically, 
and likewise several other forms of un- 
fair competition. 

According to the Commissioner many 
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of these evils could be materially reduced 
over night by the concerted action of all 
U. S. carriers because if they have the 
will to do it they can accomplish more 
than any legislation no matter how dras- 
tic. The Weekly Underwriter and The 
Insurance Press, September 19, 1931, p. 
553 :1. 


Insurance Scholarships 

A four-year scholarship in insurance is 
offered annually to a member of the grad- 
uating class of the Stevens Point, Wis., 
High School by the Hardware Mutual Cas- 
ualty Company. The scholarships are taken 
at the Wharton School of Finance and 
Commerce. Winners are picked by a com- 
mittee which makes its decision after con- 
sidering information presented by the Prin- 
cipal of the High School. A scholarship 
represents approximately $4,800, sufficient 
to cover all tuition fees, books and material, 
board and room for the four-year course. 
No agreement is asked for by the company, 
and it is entirely up to the student as to 
whether or not he feels the Company is en- 
titled to make use of his services after he 
has been graduated. 4 pages. 


Space: Location, Equipment, Arrangement 


A Building for 200 Office Workers 


A description of the American Central 
Life Insurance Company’s new quarters 
embodying many of the most modern 
features of office building and carefully 
planned for future growth. Some of the 
features of the new building are: mech- 
anical ventilation of filtered air; asbestos 
tiled floors; sound absorptive ceilings; an 
electrical system for telephones and power 
providing a possible outlet for every eight 
square feet of floor space in the work- 
room areas; a new type pneumatic tube 
system, supplemented by a horizontal belt 


conveyor; a cafeteria; and an assembly 
hall equipped with a pipe organ. By 
Harold C. Pennicke. System, September, 
1931, p. 157:3. 


An Unusual Mail and Supply Room 


In the new building of the American Cen- 
trat Life Insurance Company there are un- 
usual provisions for the handling of mail 
and of office supplies. Outgoing mail is 
sorted into vertical folders sunk into a long 
table. Easily rolling chairs enable the girls 
to sit while sorting. Incoming mail is 
sorted into revolving trays. The equipment 
of the mail room is arranged for pleasing 
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appearance as well as most efficient opera- 
tion. Dust-proof drawers for keeping all 
forms and supplies eliminate packing and 
reduce the proportion of forms damaged by 
handling. A convenient layout of depart- 
ments and the use of modern equipment 
have proved very effective. By F. I. Charles. 
System, October, 1931, p. 239:1. 
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Good Planning Is Half the Job—When 
You Are Putting Up a New Office 
Building 

Some brief notes on points that merit 
emphasis in office-building planning are 
given by five men who planned recently 
finished buildings. System, October, 1931, 
p. 229 :3. 


Benefit Systems and Incentives: Pensions, Profit Sharing, Suggestions, 


Vacations, Stock Ownership 


Incentive Wage Plans for Office 
Workers 

A good bonus plan, well devised, based 
on definite time standards set after the 
operation has been carefully standardized, 
and followed by careful training of the em- 
ployees, should and does produce the follow- 
ing desirable results: 1. A saving in direct 
labor cost; 2. A saving in indirect cost 
(floor space, machines); 3. Less supervi- 
sion, because of the self-disciplinary effect 
of the bonus plan in keeping employees in- 
terested in their daily work; 4. A reduction 
in unit costs; 5. Increase in the earnings 
of good employees; 6. Improved control 
over operations for the benefit of the 
management. 

Office workers prefer that kind of bonus 
plan which carries with it a guaranteed 


salary. Such plans are more adaptable to 
office work because a considerable amount 
of detail work cannot be logically covered 
by time standards. A standard hour plan 
with a salary guarantee, in other words, a 
plan which provides that the company will 
pay to the operator a bonus equal in value 
to the hours saved, is explained, including 
the method of establishing standards. In- 
creases in output of 10 to 400 per cent, in 
labor’s earnings from 10 to 100 per cent 
and reductions in unit cost of produc- 
tion from 10 to 50 per cent as the result of 
successful bonus plans have been reported. 
Improved morale and decreased supervision 
may be added to these. By Stanley P. 
Farwell. Proceedings of the National 
Office Management Association, June, 1931, 
p. 75:5. 


Organization: Job Analysis, Employment, Pay, Tests 


The Scope of Scientific Office 
Management 

Logically the development of scientific 
office management must pass through three 
stages, though practically it is not necessary 
that all sections of the organization pass 
through them simultaneously and success- 
ively. These three stages are: 1. Pre- 
standardization, or the elimination of obvi- 
ous waste ; 2. Standardization, or the expert 
determination of improved methods; 3. 
Control, or a system of procedure in terms 
of these standards. However, the work of 
perfecting the organization is never really 


finished until the organization itself, for one 
reason or another, passes out of existence. 

Some of the results which may be ex- 
pected from the development of scientific 
office management ‘are: 1. The work of 
pre-standardization often yields results suf- 
ficiently profitable to pay for the entire cost 
of reorganization. Only too often, how- 
ever, companies are willing to stop there, 
though on the very threshold of still greater 
advantages; 2. Improved coordination and 
control—conditions which can rarely be 
evaluated in money; 3. Rational develop- 
ment of personnel, which assures the per- 
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manent success of the organization; 4. A 
superior type of supervision, which in turn 
improves and renders control easier; 5. Su- 
perior morale. The highest type of morale 
is found in that organization which has 
most highly developed true scientific man- 
agement; 6. More economical management. 
By W. H. Leffingwell. Proceedings of the 
National Office Management Association, 
June, 1931, p. 7:10. 


How Office Employees Are Affected 
by the Depression . 

A study was made by the Office Man- 
agement Class of the Peirce School of 
Business Administration, Philadelphia for 
the purpose of learning the way in which 
office managers have met the present dif- 
ficult business situation. In their request 
for information the students visited the 
offices of large retail stores, wholesale 
houses, manufacturing concerns, financial 
institutions, public utilities, hotels, etc. in 


Philadelphia. Conditions were investj- 
gated in 231 offices in which there were 
46,373 employees, an average of 179 
workers per office. Only 41 per cent of 
the companies investigated lowered wages, 
shortened working hours or reduced their 
office forces during the depression. Sixty- 
three of the companies laid off help, while 
168 did not release any of their employ- 
ees. Fifty-four of the offices reduced the 
pay of their workers; such measures 
were not considered necessary in the 177 
of the remaining concerns. Special eco- 
nomies were instituted in 46 of the offices 
visited. One Hundred eighty-five made 
no attempts at special economies. In ad- 
dition to a general summary of the re- 
sults, the report has analyzed the infor- 
mation received. according to groups; re- 
tail group, wholesale group, manufactur- 
ing group, financial group and miscel- 
laneous group. Report of The Office 
Management Class of Peirce School of 
Business Administration, 1931, 19 pages. 
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Plant: 


How to Build for Effective Daylighting 


Glareless light, of high intensity and with 
equal distribution, is the lighting ideal to 
which builders of modern factories aspire. 
Some pointers on how to approximate this 
ideal are given. By A. J. Martin. Factory 
and Industrial Management, October, 1931, 
p. 483 :2. 


How We Have Profited by 
Modernizing 


When modernization is undertaken in 
most large plants, it is the usual practice 
to consider first the savings which can 
be made on the large units. The pur- 
pose of this article, however, is to show 
the savings which can be made by mod- 
ernizing the smaller units of a plant. In 


Location, Lighting, Heating, 


Ventilation 


nearly every case, we have found the 
return on the investment to be higher 
and the expenditure less when moderni- 
zation is applied to the small and often 
neglected equipment. 

In a program of improvement, particu- 
larly that involving smaller equipment, 
he industrial distributor plays an im- 
portant part and it follows, therefore, that 
he must be properly equipped to do a job 
by having men of engineering experience 
in his organization to assist plant engi- 
neers by making practical recommenda- 
tions. 

There is an enormous market awaiting 
the progressive salesman of industrial 
supplies, who knows his line, is eapable 
and willing to analyze the needs of mod- 
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ern industry, and who has the initiative 
to go to the engineer with definite infor- 
mation on what has been done in other 


Industrial Economics: 
Immigration 


Labor and 


General Electric Plan to Prevent 
Further Layoffs for Lack of Work 
General Electric has offered its employees 

a plan which will guarantee against layoffs 
without pay between Nov. 1, 1931, and 
April 30, 1932. All those on the payroll 
Nov. 1, 1931 will receive during this period 
not less than the equivalent of one-half 
of their average weekly earnings for full 
time, but in no case more than an aver- 
age of $15 per week, unless actual earn- 
ings are more than an average of $15 per 
week, in which case they will receive their 
actual earnings. 

This result will be insured by a threefold 
method: 1. employees will be assigned 
work other than their regular work, when 
necessary, at the rates of pay prevailing 
for such work; 2. the present 1 per cent 
contribution to the Unemployment Emer- 
gency Fund on the part of employees will 
be raised to 2 per cent, the company con- 
tributing the same amount. Then the em- 
ployees may draw benefits from this en- 
larged Unemployment Emergency Fund 
under the present provisions; 3. the plan 
has already been approved in principle by 
the Board of Directors; if these provisions 
are inadequate, the Board of Directors will 
be asked to authorize additional payments 
by the company to the Unemployment 
Emergency Fund, without increasing em- 
ployee contributions thereto. 4 pages. 


Stabilization Program Offered by U. S. 
Chamber of Commerce 

The setting up of a national economic 

council, creation of privately sustained in- 

surance systems against unemployment, the 

establishment of employment exchanges and 

other measures to give greater stability to 
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plants and what can be done in yours. 
By J. C. Evans. Mill Supplies, Septem- 
ber, 1931, p. 22:3. 


Capital, Legislation, Wage Theory, 


the national business fabric are recom- 
mended in the report of the Chamber’s Spe- 
cial Committee on Continuity of Business 
and Employment. 

The Committee presents its conclusions in 
three categories—causes of the depression, 
long-time measures for dealing with fluctua- 
tions in business and the emergency aspects 
of the present situation. 

The Committee discredits the assumption 
that technological development has resulted 
in the permanent reduction of employment 
by way of substituting machines for labor. 
It condemns manipulative speculation which 
leads to inflation or depression and recom- 
mends that commodity and security ex- 
changes take steps to prevent it. It sug- 
gests more stringent regulation of credit, 
urges that every possible step be taken for 
international disarmament and emphasizes 
the importance of agriculture in the national 
economy. 

Discussing long-time measures the com- 
mittee mentions among other subjects the 
following: balancing of production and 
consumption, modification of the anti-trust 
laws to permit, under supervision, volun- 
tary agreements regarding production and 
distribution ; the establishment of a national 
economic council with advisory functions ; 
industrial planning by individual concerns 
and trade associations ; unemployment, sick- 
ness, accident and old age insurance based 
upon definite reserves previously estab- 
lished; shorter hours of labor. 

Immediate measures for meeting the 
problem of unemployment include central- 
ized local organization for providing em- 
ployment following the lines of the so- 
called Rochester plan; central registration 
of workers seeking employment; planning 
and execution of public works. 

The proposal of the committee for the 





342 


creation of a national economic council sug- 
gests that it be set up by business as an 
advisory board to consider such economic 
problems as ways in which production can 
be controlled and directed as a benefit in- 
stead of as a menace to prosperity; wage 
levels; numerous subjects involving agri- 
culture, transportation, credit, finance and 
curbing of harmful speculation. 

The report comments favorably on the 
Swope plan of stabilization, outlines the ex- 
perience with unemployment insurance of 
Great Britain and Germany and refers to 
some privately operated plans in the United 
States: Amalgamated Clothing Workers of 
America, General Electric, Rochester and 
the Fond du Lac, Wisconsin plans. October 
2, 3, 1931. 18 pages. 


Wage Cutting Called Last Stage of 

Slump; Only Railroads Unadjusted, 

Says Banker . 

“Wage cutting probably marks the last 
stage of our extended depression, as liquida- 
tion, which is the keynote of all bear mar- 
kets, applies not only to stocks, real estate, 
commodities and unbalanced financial situa- 
tions, such as Germany and England, but 
also to labor. Final and ultimate liquida- 
tion is the stabilization point which arouses 
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buyers into aggressive action,” is the opinion 
of Theodore Prince, head of the Stock Ex- 
change firm and investment banking house 
of Theodore Prince & Co. “The only in- 
dustry today that still remains unadjusted is 
the railroad industry. Since the wages of 
labor in terms of purchasing power seem 
about 15 per cent higher than they were 
before the depression, it seems logical and 
fair that the leaders of the labor movement 
in the transportation industries ought, in 
this crisis, to assume voluntarily the reduc- 
tion until times improve,” Mr. Prince said, 


The New York Times, September 27, 1931. 


Extent of Five-Day Week in American 
Industry, 1931 

A recent survey in 77 different industries, 
involving nearly 38,000 establishments and 
affecting approximately 4,000,000 showed 
that 5.6 per cent of all the employees cov- 
ered in the study were on a permanent 
5-day week basis. The automobile industry 
leads as far as percentage of workers on 
the 5-day week basis is concerned, 44.3 of 
the employees in the establishments report- 
ing working on that basis. It is followed 
by the radio, dyeing and finishing textiles, 
and aircraft industries. Monthly Labor 
Review, September, 1931, p. 487 :6. 


Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Ownership 


For Unemployment Insurance see Insurance Section 


Employee Suggestion Systems 

The principal cause of the fact that of 
70 plants operating an employee suggestion 
system in definite form less than half 
report that they are accomplishing the de- 
sired result, lies in the way suggestions 
have been handled by the management. A 
system to be successful requires the full 
support of every executive including fore- 
men and engineers. Perhaps the best that 
can be expected from any employee’s sug- 


gestion is the germ of an idea, requiring 
considerable research and application on 
the part of the management. Extreme 
care should be exercised in the adminis- 
tration of the system to insure that the 
individual responsible for starting the de- 
velopment of the improvement is the one 


- who is rewarded for the suggestion, and 


that those whose suggestions are rejected 
are not allowed to become discouraged 
Unapproved suggestions should be filed as 
an index to the more creative and co- 
operative employees. According to state- 
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ments of executives with suggestion-plan 
experience a good system is any that in- 
terests more than 10 per cent of all em- 
ployees sufficiently to induce them to make 
suggestions. Two successful systems for 
handling employee suggestions are de- 
scribed. Industrial Relations, August, 
1931, p. 247:4. 


Some Companies Permitting Employees 
to Cancel Their Stock Subscriptions 


Current conditions in the stock market 
have provided a test period for employee- 
stock subscription plans. A survey of com- 
panies which have employee-stock subscrip- 
tion plans shows that many companies are 
allowing employees to cancel their stock 
subscriptions and are returning instalments 
already paid with interest varying from 
4 to 6 per cent. The New York Times, 
September 27, 1931, p. N9. 


Standard Oil of N. J. Will Loan on 
Stock 

In order to maintain the distribution of 
the company’s stock to employees, the 
Standard Oil Co. of New Jersey announced 
recently that it will loan to employees who 
are participating in the third stock plan 
sums up to $25 a share on subscriptions. 
The company stated that the action is be- 
ing taken to relieve cases of distress where 
employees are in danger of losing shares 


Shop Methods: 


The Rating of Foremen 

In devising a rating scale for any par- 
ticular job, it is necessary, first of all, to 
list the qualities and characteristics that 
need to be measured. Often not only the 
intangible characteristics, but measurable 
items as well, such as efficiency, output and 
spoilage, are given a place on the blank so 


Industrial Engineering, Standardization, 
Setting, Time and Motion Study 
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previously acquired or now being pur- 
chased. 

Under the plan employees may borrow 
on shares standing to their credit but not 
to be delivered to them until the termina- 
tion of the third plan at the end of 1931. 
They may borrow on all stocks bought up 
to October 1. Interest charges on these 
loans will be at the rate of 6 per cent. 
Journal of Commerce, October 3, 1931. 


Pensions 


A discussion of a sound contributory pen- 
sion plan, its development and benefits, its 
valuable contribution to continuous employ- 
ment. The idea is stressed that manage- 
ment must be willing to pay part of the cost 
of a substantial pension plan. If it does not, 
and lets the matter drift indefinitely, it 
will be compelled to face a larger and more 
difficult and costly problem, namely, govern- 
mental participation by legislation, with 
all its hazards. By W. W. Stewart. Indus- 
trial Relations, September, 1931, p. 278 :3. 


Putting Workers’ Ideas to Work 


The story of the General Electric Com- 
pany Suggestion Plan which has been found 
invaluable in giving the Company a method 
of tapping a new reservoir of ideas and 
providing a searchlight that is of immense 
value in spotting hidden talent and placing 
it in positions where it can be used to the 
best advantage. By William E. Owen. 
Nation’s Business, October, 1931, p. 48:3. 


Waste, Rate 


as to show the entire picture at once. It is 
very important, where several people are to 
use the scale, that the characteristics be 
closely defined so that the meaning of the 
adjectives will be the same to each indi- 
vidual who uses the scale. The Director 
of Training and Technical Employment, the 
Cincinnati Milling Machine Company, dis- 
cusses the question and outlines a rating 
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scale used in that company for college en- 
gineering graduates who apply for employ- 
ment in engineering or sales branches. By 
Max B. Robinson. The Foreman, October, 
1931, p. 6:2. 


Motion Picture Camera in Micromotion 
Study 


For making time studies of operations of 
short duration—light drilling, punch press 
work, burring, polishing—the narrow-film 
motion picture camera has a field difficult, 
if not. impossible, for the stop-watch to 
cover. With cameras making 1,000 expos- 
ures a minute, elapsed time may be read 
directly according to the number of pictures 
included in a cycle. And, as the author em- 
phasizes, in the first of a series of articles, 
the motion picture affords opportunity to 
study waste and lost motions and thus to 
improve procedure. By Ralph M. Barnes. 
The Iron Age, October 1, 1931, p. 866 :2. 


Training Employees to Eliminate Waste 


If 84 per cent of our industrial wastes are 
attributable to management and labor, then 
training foremen-managers to train their 
men to reduce waste is a fertile field in 
which to work, The American Rolling Mill 
Company believes. In developing a pro- 
gram for the training of waste elimination 


Research and Experiment 


Forecasting Fashions in Foods 


Controlled scientific industrial research in 
General Foods Corporation has these four 
purposes: 1. it must assemble facts and 
collect ideas; 2. it must exercise “organ- 
ized vision” in regard to products and 
methods ; 3. it must interpret scientific data 
in business-like language for the company’s 
executive officers; 4. it must be capable of 
selling sound, practical, scientific ideas to 
the company and putting them into effect. 
“Research,” says Colby M. Chester, Jr., 
President of the Company, “is a great key 
to future progress in all lines of business. 
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this company found that the job was a dual 
one: first, foreman training; second, job 
training the men. That there is little rela- 
tionship between speed and safety is one 
of the conclusions reached. When oper- 
ations are carried on efficiently, they are 
carried on in perfect safety. The objective 
of The American Rolling Mill Company 
now is to teach job technique. Once that is 
accomplished, safety is an inevitable by- 
product. The foreman-manager and job 
training programs of the Company are out- 
lined. By R. G. Adair. N. A. C. A. Bulle- 
tin, September 15, 1931, Section II, p. 
112:11. 


Inventory Control as Used by Taylor 
Instrument Companies of Rochester, 
New York 
The inventory control outlined in this 
article is used in a diversified and extensive 
business of a technical nature, which pre- 
sents many complex problems of produc- 
tion involving over eight thousand different 
catalogued items of product. The discus- 
sion deals with the practical application of 
rather well-established principles in a field 
that presents a number of problems. 
Features of the system include decentrali- 
zation of stock records and a minimum of 
mechanical equipment. By John F. Clark 
and H. J. Noble. N. A. C. A. Bulletin, 
September 15, 1931, Section I, p. 91:21. 


The Company has laid off no men on ac- 
count of the depression because it is con- 
stantly providing new work for hands as 
well as brains—this, too, due to the re- 
markable results of research. By Horace 
B. Matthews. Forbes, October 1, 1931, p. 


1332; 


Has Your Product “It”? 


What are the features which, if incor- 
porated in a product, will tempt shy dol- 
lars from their retreats? Convenience, 
cleanliness, qui¢tness, foolproofness or sim- 
plicity of operation, and appearance are 
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qualities that designers will do well to 
consider. Management is charged with 
coordinating design, production and sales. 
When sales decline and production is cur- 
tailed, it is clearly up to the creative de- 
partments to develop improved products. 
Management must specify not only which 
of the elements mentioned above shall be 
included in the finished product, but must 
indicate which elements shall be empha- 
sized in the design of the production equip- 
ment. By Ralph F. Cohn. Factory and 
Industrial Management, September, 1931, 
p. 329:2. 


What to Do Before Bringing Out That 


New Package 


Sixteen questions that should be consid- 
ered in order to make a successful change 
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in a package are: 1. Is there a need for a 
new package? 2. What is the primary ap- 
peal of the product? 3. Has the product a 
secondary appeal? 4. What is the purpose 
of the package? 5. What are general de- 
sign trends? 6. What are the design trends 
in the industry? 7. Who are the prospects 
and customers? 8. How about the dealer? 
9. How will the package be used in dis- 
play? 10. How will the package be tied 
up with the advertising? 11. What material 
should be used? 12. Is the package possible 
from a production standpoint? 13. Are 
gadgets necessary? 14. Is the product one 
of a family of products? 15. What are the 
designs used by competitors? 16. Will con- 
sumers like the new package? By C. B. 
Larrabee. Printers’ Ink, September 17, 
1931, p. 49:4. 


MARKETING MANAGEMENT 


Sales Promotion: Letters, House Organs, Advertising 


How Squibb Plans Sales Contests After 
Ten Years’ Use 

At E. R. Squibb & Sons the sales contest 
is a part of an elaborate plan of training, 
guiding and helping salesmen. The object 
is to inject a little good-natured fun into 
the routine of selling; to build morale; to 
get the men to know one another. The 
contests are built around the play idea. 
Two outstanding features of these contests 
are scientific quotas on which the contest 
is based and excellent judgment displayed 
in the division of the prizes. By G. McNab 
Miller. Printers’ Ink, October 8, 1931, p. 
17:4. 


Improve the Package—and Save Money 


The recent substitution of a cardboard 
container for the Camel Fifties tin cut 
packaging costs nearly in half, with an 
additional saving in shipping weight. Whit- 
man has replaced glass containers with 


Cellophane wrappers for its hard candies 
and hundreds of food products have found 
100 per cent display in Cellophane wrap- 
ping cheaper than their old-fashioned blind 
containers. Tetley, Cannon, Hudnut, Stand- 
ard Brands, Federal Sweets are a few com- 
panies which afford examples, described 
here, of innovations which have resulted 
not in “cheaper” packages—but in better 
packages that are cheaper. By Roy Shel- 
don. Advertising and Selling (Advertising 
Arts Section), September, 1931, p. 23:5. 


Advertising Production in Boom and 
Slack Times 


The volume of néwspaper advertising is 
seen to drop when industrial output falls 
off and to increase with production. But 
in the first half of 1931, when industrial 
payrolls were 30 per cent below the three- 
year average, newspaper advertising showed 
a drop of only 13 per cent, magazine adver- 
tising of only 9 per cent. Advertising fell 
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off less than half as much as production. 
It is clear that business men are not willing 
seriously to curtail their advertising efforts. 
They realize that when orders are scarce 
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they must work harder for every dollar's 
worth of sales they make. By Bradley P. 
Williams. The Industrial Digest, October, 
1931, p. 17:2. 


Salesmen: Selection, Training, Compensation 


How to Cut Salesmen’s Waste Time 


The Vice-President, Johnson Motor 
Company, explains the steps in the develop- 
ment of an effective man-power plan: 1. 
Time study for productive time; 2. Town 
general analysis; 3. Town account analysis ; 
4. Time allotment analysis; 5. Entrances 
per year and time needed chart. He further 
advocates giving each salesman a big task, 
planning it for and with him minutely, pro- 
viding him with every tool for its accom- 
plishment, giving him the advertising and 
staff help necessary, but almost above 
everything else, making him visualize and 
realize the full value of his time. By 
Charles M. Piper. Printers’ Ink Monthly, 
October, 1931, p. 29:4. 


How 25 Companies Administer the 
Sales Quota 

A discussion based on the experience of 
twenty-five companies operating sales 
quotas considers the following essential 
factors in the successful administration of 
any sales quota system: 1. Wholehearted 
acceptance of the quota plan by the sales- 
men and the sales executives; 2. Full co- 
operation from other departments of the 
company such as the advertising, research 
and sales promotion ; 3. Effective salesmen’s 
incentives. By J. R. Hilgert. Printers’ 
Ink, September 17, 1931, p. 17:3. 


Increasing Sales Call Efficiency Under 
Present Conditions 

A study of successful plans embraces 
plans that help the salesman get the great- 
est value from his sales portfolio, plans 
that get the greatest return in salesman 
productiveness from direct mail material 
and plans that enable the salesman to get 


the most benefit from the sales conference. 
The study concludes that the principle of 
the impressions received through the eye, 
long accepted as one of the most valuable 
mediums in selling, is steadily being put to 
practical application in solving the prob- 
lems of salesmen. The success that has 
followed the use of methods that make it 
possible for the buyer to receive the sales- 
man’s message in a two-fold manner, both 
through the eye and the ear, proved their 
effectiveness as a means of increasing the 
salesman’s productiveness. Report No. 356, 
Dartnell Corporation. 26 pages. 


Salesmen’s Contracts and Agreements 


The purpose of this report was to show 
the major trend in handling this phase 
of sales administration. The experience 
of various firms with sales contracts and 
elements essential to assure legal enforce- 
ment are given. Selected exhibits show 
graphically how some of these contracts 
are drafted. Report No. 352. Dartnell 
Corporation. 


A Plan for Flexible Quotas 


Ernest Ingold, Inc. (distributors of radio, 
electric washers and _ refrigerator ap- 
pliances) revises sales quotas in the various 
territories at least 3 times a year. Sales 
are recorded by dealers as weil as by sales 
territories and the figures are distributed 
to indicate the relative standings of the vari- 
ous selling and service departments. Head- 
ing each statement is a recapitulation of the 
total and department sales during the past 
year, with which comparisons are made 
monthly to measure actual performance as 
well as to decide upon quota readjustments. 
Thus information is made instantly avail- 
able for the sales manager to find the weak 
territories as well as less profitable -ac- 
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counts. By J. K. Novins. System, October, 
1931, p. 242:1. 


Tip-Top Salesmen I Have Met 

Taking the text, “Salesmen fail not be- 
cause they do not know what to do, but, 
knowing full well what they ought to do, 
lack this courage to do it,” strong and weak 
salesmanship are contrasted. Illustrations 
include a wide range of products and sell- 
ing situations. Practical, effective selling 
tactics are suggested. 

This booklet has been compiled from a 
series of six articles which recently ap- 
peared in Sales Management. By R. J. 
Comyns. 1931. 60 pages. 


475 Companies Tell How They Are 
Adjusting Salesmen’s Compensation 
Reporting in terms of trends a recent 

survey of changes in compensation plans 

showed : 


1. That present business conditions have 
accelerated the movement away from sal- 
ary, or salary and commission plans, to ar- 
rangements more often involving sliding 
commissions, bonus arrangements, premium 
payment for the most profitable types of 
business, and various kinds of profit-sharing 
plans. 

2. That, while there is every indication 
that management feels the need for adjust- 
ment of payment plans to meet immediate 
problems, there is also evidence that man- 
agement is thinking ahead as to the prob- 
able effect such changes will have after 
business begins to show a marked pickup. 


Retailing 


Retailers Analyze Wage-Cut Effects 


A decline in many centres in the number 
of unit sales, further shrinkage in dollar 
volume, additional readjustment of some 
price lines and continued pressure for rigid 
economy in store operation have been cited 
by retail executives as probable develop- 
ments likely to result from the wage cuts 
initiated recently by a number of the largest 
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3. Drawing accounts, where they have 
been in force, are being cut generally, be- 
cause of the piling up, in some quarters, of 
the salesmen’s indebtedness to the company 
through money advanced against commis- 
sions which are not being earned. 

4. Considerable thought is being given, 
on the part of many executives, to the bear- 
ing of the compensation plan on the morale 
and fighting spirit of the men in the field. 

5. Many concerns are adjusting terri- 
tories to give the best men a bigger field 
in which to operate, at the same time lop- 
ping off the poor producers who normally 
might be carried in the red for a period of 
some months. 

6. Those companies that have been oper- 
ating on a profit-sharing arrangement of 
some kind seem to be in less difficulty re- 
garding compensation complications than 
firms operating on other payment plans. 

7. Salesmen’s expense accounts are be- 
ing cut, but only slightly. This is due to 
the fact that transportation and hotel rates, 
two of the big items in accounts, have not 
declined. Automobile allowances are under- 
going a general revision to lower levels. 

8. About one-third of the number of con- 
cerns reporting among those having salary 
arrangements have cut salaries, mostly in 
amounts between 10 and 20 per cent. 

Details of the way various companies 
have changed their compensation plans to 
meet new conditions are outlined and state- 
ments of individual executives approached 
are recorded. Sales Management, October 
3, 1931, p. 12:4; October 10, 1931, p. 56:3; 
October 17, 1931, p. 91:3. 


industrial enterprises in the country. Regret 
that the action was found necessary, tem- 
pered with relief that the issue was finally 
brought into the open and reconciliation to 
the view that lower wages are better than 
an actual shut-down of plants as far as con- 
sumer buying power is concerned, have 
featured the reaction of the retailers. It 
has been pointed out, however, that while 
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the action of the large industrial corpora- 
tions has received widespread attention be- 
cause of their prominence, a great deal of 
wage readjustment has already been quietly 
accomplished. The New York Times, 
September 27, 1931, p. 18N. 


Cites Grant Steps to Improve Profits 

Improved merchandising, simplification 
of operating procedure, quick readjust- 
ment of prices, lower markdowns and in- 
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ventory shortages, coupled with an in- 
crease in direct shipments from manu- 
facturers to the stores are cited by Pres- 
ident B. A. Rowe as major reasons why 
the W. T. Grant Company earned 425 
per cent more net profit in the first six 
months of this year than in the corres- 
ponding period of 1930, which in turn 
had shown higher profits than any pre- 
vious Spring period. The New York 
Times, August 30, 1931, p. N-15. 
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vised). 648 pages. $4.00. 


—==============[<=======[===[——[—=————===>>>>=>>>SS>S>>S=S==S=]=="=——=====—>—; 


Survey of Books for Executives 


The Economic Life of Soviet Russia. 
By Calvin B. Hoover. Macmillan Co. 
New York, 1931. 361 pages. $3.00. 

and 

Russia’s Productive System. By Emile 
Burns. E. P. Dutton & Co., New York, 
1930. 288 pages. $4.00. 


The economic dislocation which we suffer 
in company with Western Europe, with 
panic raging on World exchanges, with in- 
security of securities, with millions of un- 
employed brain and hand workers, with all 
the symptoms of “abulia” affecting the will 
to act of the captains of industry and 
finance, the certain uncomfortable feeling 
creeps down many a back that “there is 
something wrong in Denmark” of capi- 
talism. Hence, the interest in accurate in- 
formation regarding the reasons of the 
paradox that the Soviet experiment is no 
longer an experiment but an accomplished 
fact, while the rest of the World is begin- 
ning to experiment—serves as a challenge 
to buy and to pore over books of this class. 
While we experiment with the curtailment 
of individual property rights in Texas, Ok- 
lahoma, Pennsylvania and New Mexico, by 
using bayonets, machine guns and legisla- 
ture to stop or to curtail production of oil, 
coal, cotton: while we experiment with the 
biological and psychological endurance of 
some seven million of unemployed and 
while experiments with our industrial struc- 
ture are being proposed some case studies 
of precedents are in order. 

That is why these books and specifically 
such chapters as on “Social Insurance” and 
“Organization of Industry” in the book of 
Professor Hoover are of interest. And that 
is why the chapters on “Controlling Bodies” 
and “New Organization of State Industry” 
in Mr. Burns’ book are illuminating. The 


two books, while dealing with the same 
problem—structure of the economic system 
in U. S. S. R—are not congruous and are 
vastly different in their scope as well as in 
the treatment. 

Mr. Burns limits himself chiefly to the 
description of functions of the Supreme 
Economic Council, which directs and con- 
trols the industrial and mining activities of 
all soviet republics, while Professor Hoover 
touches also upon Agriculture, Banking, 
Welfare, etc. 

In method of presentation they differ 
also: Mr. Burns takes an objective attitude 
giving an accurate account of functions and 
organizations based almost entirely on the 
original documents and reserves his private 
opinions, while Professor Hoover takes a 
more subjective point of view, frequently 
injecting his personal evaluations like: 
“The standards of honesty among Russians 
are generally quite low, for they are a 
primitive people” (p. 9) or, for example 
his anticipation that: “It is possible, there- 
fore, for the Soviet economic system to pro- 
vide the economic basis for an optimum 
Communistic standard of life much sooner 
than might be thought.” (p. 331) This at- 
titude follows apparently from his precon- 
ceived notion expressed earlier in the book, 
which in purely scientific work may not be 
considered as a good form, namely to re- 
gard the events from the “accustomed” 
point of view. Thus Professor Hoover ad- 
mits that: “The ‘element of force which 
characterizes the present régime, which has 
destroyed freedom of speech and freedom 
of the press, and which has no respect for 
individual life or liberty, is repugnant to 
any observer who is accustomed to life in 
Western Europe or the United States.” 
(p. 11). 
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The conclusion of Mr. Burns’ survey 
tells us that: “Insofar as the new system 
extends, there is coordinated production 
and distribution, there is a steady exten- 
sion of the means of production and of the 
volume of products; more labour is em- 
ployed every year, working hours are being 
reduced, and—in spite of temporary short- 
ages of certain products—conditions are 
improving for both the town and country 
population . . . and no economist, no poli- 
tician, no employer and no worker can 
afford to ignore a new productive system 
which is giving such results.” (p. 260). 

In fact each book supplements the other 
and both have a common limitation—what 
has been written even a few months ago, 
by the time it is published, the swift current 
of changes taking place in U.S.S.R. may 
turn already into the records of history. 
Such changes have occurred since these 
books were written in respect to the position 
of the intellectual workers, in respect to re- 
organization of the Department of Ways 
and Communications, in respect to progres- 
sive income tax and a few other less sig- 
nificant adjustments. This, however, does 
not diminish the value of either book inas- 
much as no student of industrial-economic 
relations in Russia can possibly neglect the 
evolution and the trend of changes if he 
wants to intelligently envisage the situation 
in its true four-dimentional projection. 

Watter N. Porakov, 
Walter N. Polakov & Company, Inc. 


Economics for Engineers. By Edison L. 


Bowers and R. Henry Rowntree. Mc- 
Graw-Hill Book Company, Inc., New 
York, 1931. 490 pages. $4.00. 

The purpose of this textbook is to pre- 
sent a brief discussion of elementary eco- 
nomics supplemented by a more complete 
description of business activity than the 
ordinary economics text usually contains. 
Emphasis throughout the book is directed 
toward engineering aspects in order to 
heighten the appreciation of the technical 
student and economic theory is subordinated 
to the broad purpose of analyzing and in- 
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terpreting the economic system for those 
who cannot devote much time in this 
direction. 


Scientific Management in a Group of 
Small Factories. International Man- 
agement Institute, Geneva, 1931. 77 pp. 
Examples of administration, management, 

finance, production, distribution and engi- 

neering have been selected from the practice 
of eight companies in the following indus- 
tries: electric light fittings and bicycle fit- 
ments; high grade steel; electric equip- 
ment; watch cases; electric lifts; tapestry 
weaving; breakfast food; gloves, leather. 

The purpose of this report was to show 

that a systematic study of management 

problems is beneficial to all types of pro- 
ducts, all sizes of business under all varie- 
ties of conditions. 


What to Do to Train the New Man and 
a Guidebook to Early Production. Life 
Insurance Sales Research Bureau, Hart- 
ford, Conn., 1931. 

The Life Insurance Sales Research 
Bureau has prepared not only “A Guide- 
book to Early Production” for life insur- 
ance agents, but also a very unique manual 
for directing the general agent or the 
agency manager in how to train his men. 


The Guidebook covers ten chapters as 
follows: Building a Career with Life In- 
surance, Life Insurance Property, Safe- 
guarding the Home, Providing for Old 
Age, Selecting Your Prospective Policy- 
holders, What to Do to Start Selling, Man- 
aging Your Business, The Salesman in 
Action, The Salesman in Action (con- 
tinued), Qualifying for Complete Success. 

The handbook, “What to Do to Train the 
New Man,” incorporates better than I have 
seen it elsewhere the fundamental methods 
of training including trial and error, read- 
ing, telling, showing. The position taken 
by the Bureau is that the combination pro- 
cess offers the true solution to the problem 
and with trial and retrial by the student 
salesman enables the advantages of all 
methods to be enjoyed and at the sare time 
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eliminates the disadvantages of separate 
use. 
A section on coaching on the job is an 
excellent statement of a fundamental prin- 
ciple of training. This manual takes the 
following position : 

“Showing how’ is good training pro- 
cedure if it is properly done and if it is 
considered merely as a part of the whole 
process of developing skill. It is merely 
the second of five steps which make up 
coaching on the job. These steps are: (1) 
Analysis of the job—to break it down into 
specific elements, things to do; (2) demon- 
stration of how to do each part of the job; 
(3) trial by the beginner, under observa- 
tion; (4) correction of mistakes—by re- 
demonstration and instruction; (5) repeti- 
tion of steps (3) and (4) until the begin- 
ner has acquired reasonable skill (good 
habits). 

W. J. Donan. 


A Personnel Program for the Federal 
Civil Service. By Herman Feldman. 
U. S. Government Printing Office, Wash- 
ington, D. C., 1931. 289 pages. 30¢. 


This book is proof that government busi- 
ness can be effectively reported and at the 
same time be interesting and instructive 
reading. The oft-heard plaint that govern- 
ment reports not only deal with intensely 
matter-of-fact things, but that they are pre- 
sented in a deadly monotonous style, will 
make Mr. Feldman’s book stand out by 
contrast as a conspicuous exception. The 
author gives not merely an historical re- 
view of civil service reform and federal 
personnel administration, but particularly 
sets forth with unusual clarity and in an 
excellent style the principles, practices, and 
modern viewpoint of wage payments, em- 
ployee recruitment and placement, and other 
personnel functions. There seems hardly a 
phase of personnel administration or wage 
policies that has not received a crystalized 
evaluation and its proper share of discus- 
sion, narrated logically, dispassionately, and 
in a manner that bespeaks a convincing and 
authoritative appeal. No executive nor 
personnel expert or administrator, whether 
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in public or private work, can afford to 
give serious consideration to a personnel 
problem—be it wage payments, promotion, 
transfer, lay-off, output, retirement, effi- 
ciency——without first carefully digesting the 
appropriate pro and con discussion in this 
unusual volume. 

The moderation of tone in which the 
findings are presented is indeéd commend- 
able, though not a little surprising in view 
of the amazing backwardness of our fed- 
eral personnel administration as here por- 
trayed. One soon senses the author’s rigid 
impartiality and his evident keen and sym- 
pathetic appreciation of the many difficul- 
ties of a personnel machinery that is in- 
fluenced—and hampered—by numerous di- 
verging forces—geographical, political, so- 
cial, 

The introductory chapter to the book 
would in itself suffice to give the busy citi- 
zen a clear-cut bird’s-eye view of the per- 
sonnel administration of our federal gov- 
ernment. Then, too, the student in the 


specialized field of wage policies and sal- 


ary standardization might easily read many 
vulumes dealing with his subject without 
getting an insight into the subject that 
would be even fractionally as clear or 
worthwhile as can be gained from a read- 
ing of the direct-spoken and masterly pre- 
sentation of Part I of this book. 

It will not be surprising though if per- 
sonnel administrators will fail to see the 
wisdom of the suggestion that greater dis- 
cretion be lodged in the executive or de- 
partment head in dealing with certain per- 
sonnel problems, particularly that of pro- 
motion. Public personnel administrators 
know from experience that if the law does 
not specifically provide that a thing must 
be done, the discretionary power will fre- 
quently fall into disuse, just as in the case 
stated by the author, namely, that the 
United States Civil Service Commission 
allows the promotion rule to work itself 
out as best it can, even though the Commis- 
sion has the power to restrict and control 
promotions by holding tests and establish- 
ing lists. Discretion, too, often suffers from 
abuse, indifference, and selfish motives. Nor 
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is any proof offered to show that promo- 
tion on the basis of administrative discre- 
tion can be kept even reasonably free from 
political cr personal considerations, or that 
such a system makes for better morale. 

It seems obvious that a number of the 
suggestions and conclusions—and perhaps 
entire chapters —would have received vastly 
different treatment if the federal service 
had a more accurate method of appraising 
the employee’s service value. That part of 
the book dealing with efficiency records, and 
acts based thereon, must therefore be read 
in the light of conditions as they are, and 
not as general conclusions to the effect that 
salary advancement and other actions, ¢de- 
termined by the grace or discretion of de- 
partment heads, are superior to a method 
that has for a basis a reliable record of 
measured output or real merit. 


Personnel experts may likewise find fault 
with some of the suggestions made on 
the subject of salary standardization—jor 
example, that the compensation for iike 
positions shall be uniform in different lo- 
calities, irrespective of the varying living 
costs in different sections of the country. 
The lack of cfficial backbone hardly seems 
sufficient justification for taking the easy 
way out as a basis of salary administra- 
tion. According to the latest survey by 
the United States Bureau of Labor Statis- 
tics, the cost of living is twenty per cent 
higher in Buffalo, N. Y., than in Portland, 
Ore. Why should a federal employee re- 
ceive a substantially greater “real” wage 
in Portland than the employee in Buffalo, 
both performing like services? Does mere 
administrative inconvenience justify this? 

The practices with reference to the pro- 
bationary period, labor turnover, hours of 
work, vacations, sick leave, employment of 
women, and the handling of grievances, are 
all ably set forth and comprehensively dis- 
cussed. 

Let it be said, in justice to Dr. Feldman 
and his admirable piece of work, that the 
aim of the book is to set forth a compre- 
hensive statement of both sides of the case 
on the various personnel problems with- 
out making specific recommendations or 
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dogmatically supporting any particular 
viewpoint. This is by no means the least 
commendable feature of the book. 
J. B. Prosst, Chief Examiner, 
Cwil Service Bureau, St. Paul, Minn. 





Self-Management in Selling. By David 
R, Osborne. Harper & Bros., New York, 
1931. 258 pages. $3.50. 

Specific examples of right and wrong 
selling technique which may be quickly 
recognized as authentic are outlined in this 
book. There are no generalizations. 

Unfortunately, the average salesman is 
rather slow in accepting either direct or 
free will training and therefore only a few 
may be expected to benefit by this book. 
This is probably the reason why there are 
so many “old time” salesmen and why, even 
today, experienced managerial prospects 
capable of teaching others are so scarce. 

Salesmen will benefit by studying “Self- 
Management in Selling,” for it outlines 
facts concerning the basic principles of 
selling which will help them to correct 
their own short-comings, first, by self- 
analysis; second, by territorial and cus- 
tomer analysis; third, by  self-training 
from the approach to the closing of the 
sale. 

It is regrettable that more space could 
not have been devoted to the selling prob- 
lems of resale products as compared with 
consumer products. 

It is pleasing to find a book on training 
which is so practical, not only for sales- 
men but for their managers regardless of 
whether or not they use training methods. 

The book covers self-analysis and self- 
rating, analysis of the selling process and 
the application of modern methods to sales 
work with the primary object of obtaining 
greater sales volume which means greater 
profits to the company as well as the in- 
evitable better income for the individual. 

It should be read by every salesman who 
would like to know how the average suc- 
cessful salesman has attained success. 

C. P. Grassmuck, Planning and Research, 

The Philadelphia and Reading 
Coal and Iron Company. 
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